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BANKRUPTCY REFORM/Conference, Motion to Proceed

SUBJECT: Conference report to accompany the Consumer Bankruptcy Reform Act . . . H.R. 3150. Lott motion to
proceed.

ACTION: MOTION TO PROCEED AGREED TO, 94-2

SYNOPSIS: The conference pert to accorpary H.R. 3150, the Consumer Bangtey Reform Act, will enact reforms to
prevent creditors who have the meanpaying their debts from ynstly filin g for bankrytcy, will enact reforms

to protect consumers from unfair cregractices, and will enact business bakey reforms. For determingwhether Chgter

7 filings should be dismissed or converted toi#r@l3 filings, the conference pert will retain the Senatpassedrocedural

provisions thagive a debtor the ght to have his or her case on thrapriateness of a Clpter 7 filing heard ly a bankrptcy

judge, and it will retain the Hougeassed pproach of usig an oljective rather than a sjdutive test to determine that

appropriateness.

Senator Lott moved tproceed to the conferencepoet. The motion is not debatable. However, the vote on the motion was
delayed by unanimous consent, whigiave Senators thepportunity to debate the motion.

Those favoringthe motion tqroceed contended:

The Senatpassed its version of this bill neatdnanimoust, and 300 House Members, incluglirb Democratic Members, voted
for the House version. The conferees worked out the areas gfediggent with copromises. The keconpromise, which we
believe is an improvement, is in the area of conversions of a7 filings to Chater 13 filings. Chater 7 filings have come to
be commont used ly mary pegple who have income, includjrmary very wealtty pegole, to escpe paying debts that theare
perfectly cgpable of r@paying. Members of botiparties in both Houses feel that it is wénportant to stp those abuses, which are
regponsible for much of the $40 billion in consumer bapkey debt that is written off eaglear. Honest, hardworkipAmericans
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end yp paying those bills when businesses raise their rates to pabeir losses from unfair banksiey filings. The solution
advocated ypthe House was an fattive test that gpiiredpele topay back at leagpart of their debts if thehad enogh income
to do so. The Senate used the saype bf test but made fart of a sufective determination on thgart of thejudge. This
conference naort combines the best of both the Senate and House versions--it will us@etivetiest, but it wiltive eveyone
who files for Chater 7 theproceduralprotection of beig able to apear before gudge to defend thepgropriateness of their
Chapter 7 filings.
Most of the bankmitcy consumeprotections that were in the Senate bill have been retained. @mefkem, which may of
us are disapointed was drpped, was the gaon the homestead exgtion. Senate conferees fght for thatprovision, but
unfortunatey some Members were so adamanfiposed to it that the bill would have been killed if we had insisted on its retention.
Those of our collegues who have coplained that the homesteadooaas removed are accurate in their ptaimts. The same
cannot be said for other Senators who hagestered ofections to this bill. For the mopart, those ofections have been Igdd
by Democratic Senators who have decided to claim that this conferpoddagé&partisan.” Thg have corplained that the conferees
dropped a Senate mandate on credit cardpaomes tagive their customers apayment disclosure statement, andytihave also
been vey exercised P the fact that conferees added a limit on the gbdfttrial lawyers topursue class action lawsuits in
bankrptcy proceedimgs. These issues are mirgarts of the billyet our collegues are indicatopthat the will not sypport the
conference naort in itspresent form, that thyeintend to discuss it at Igth, and that if ippasses thewill be pleased if President
Clinton vetoes it. Of course, manf them will likely vote for the motion tproceed ayway, because domso will allow them to
be able to avoigoing on record as begnagainst thispopular bill. The trial lawers will be hapy if this bill dies, but businesses,
and the Americapeaple who have t@ay higher interest rates when ripeaple are able to abuse the bartay system to avoid
paying their legitimate debts, will be somewhat less thapgaWe know that Democratic conferees took some time befoye the
decided, en bloc, that thevould not sgn the conference pert. Perhas that is an indication that thenay not want to kill this bill,
but are insteaplist makirmg apolitical maneuver. If thgcan stp a final vote from occurrim(and at this late date in the session there
is no doubt that thecan) thg may be hging to include the bill in the omnibugppropriations bill with modifications that thye
demand. We realldo not know what their motivations gnhe. We ont understand that exgiefor the agument on the homestead
exenption, they have nogiven ary valid reasons forpposing passge and enactment of this bill.

While favoring the motion, some Senatorgpesssed the followig reservations:

Develgment of this bill was lpiartisan until the bill reached conference. Then, Democrats were excluded. That exclusion shows
in the finalproduct. Numerouproceduralprotections for consumers have beerppiil out. We are pscially upset thaprotections
from unfair credit card copary practices have been removed. We basida#id a deal with the credit card cpemies--if thg
acceted the modest reforms weoposed, we would enact measures t@ siople who were ggable of rgaying their debts from
escping from those debts thrgh the bankrptcy system. Half a deal is no deal. Additioryalive are pset that grovision has been
put in the bill to stp lawyers from filing class action suits in banlptay proceedigs. Unscrpulous suits should of course be
blocked, but not all class action suits are ill-considered. We know of one case in whjoh eetag conpary has pparenty been
guilty of coercimg debtors who file bankptcy to enter into neayment greements so that their debts are not erased. In such a case,
a class action suit is warranted. We arey\disgppointed we have reached thispgasse. Bankiptcy reform is needed, as are
consumeprotections. This conferencepat does not have ageate consumeprotections, and should therefore not be enacted
into law.

Those opposinghe motion contended:

Without a reform of the homestead exation this conference pert is meanigless. As an exaphe, the actor Burt Ranolds
recenty filed for bankrytcy in Florida (he lost his mogen a restaurant chain that failed). In Florida, and in a handful of other
States, there is no limit on the value of a house that cproteeted from bankpicy proceedigs. Burt Rgnolds owns an estate
in Florida called "Valhalla" that is valued at $2.5 million. He willxé&®at estate even as debts he owes to his creditors are erased.
We believe that it is fundamentallinfair that he will be allowed to erase his debts--effegtitadde mong from his creditors--and
at the same time remain a millionaire. We are fans of his movies-jagedriDeliverance," "DaisMiller," and "The Lomest
Yard"--but we have to gethat in this case he is magiout much like his title role in "Smokeand the Bandit." We cannotgood
conscience squport a bankrptcy reform bill that fails to reform the homestead eption. Therefore, we fpose the motion to
proceed.



